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Dear S i r  o r  Madam: 

We have cons ide r ed  y o u r  a p p l i c a t i o n  f o r  exemption from Fede ra l  income t a x  
. as a n  o r g a n i z a t i o n  de sc r i bed  i n  s e c t i o n  5 9 1 ( c ) ( 6 )  of  t h e  I n t e r n a l  Revenue 

Code o f  1954. 

S e c t i o n  1 . 5 0 1 ( ~ ) ( 6 ) - 1  of  Income Tax Regula t ion  s t a t e s ,  i n  p a r t ,  a s  
fo l lows :  

"A bus ine s s  l eague  i s  a n  a s s o c i a t i o n  of  persons  hav ing  some 
common b u s i n e s s  i n t e r e s t ,  t h e  purpose o f  which i a  t o  promote 
such common i n t e r e s t . . . . I t  i s  a n  o r g a n i z a t i o n  o f  t h e  same 
g e n e r a l  c l a s s  as a  chamber of  commerce o r  board o f  t r a d e .  Thus, 
i t s  a c t i v i t i e s  should  be d i r e c t e d  t o  t h e  improvement o f  bus ine s s  
c o n d i t i o n s  of one o r  more l i n e s  of bus ine s s  a s  d i s t i n g u i s h e d  
from t h e  performance o f  p a r t i c u l a r  s e r v i c e s  f o r  i n d i v i d u a l  
persons .  " 

The app l . i cab le  Income Tax Regula t ions  p rov ide  t h a t  o r g a n i z a t i o n s  
contemplated by s e c t i o n  501 (c ) (6 )  o f  t h e  1954 Code .a re  t hose  whose 
a c t i v i t i e s  a r e  d i r e c t e d  t o  t h e  improvement o f  bus ine s s  c o n d i t i o n s  o f  
one o r  more l i n e s  09  bus ine s s  a s  d i s t i n g u i s h e d  from t h e  p e r f o ~ a n c e  
o f  p a r t i c u l a r  s e r v i c e s  f o r . i n d i v i d u a l s .  There fore ,  a n  o r g a n i e a t i o n  
which d i r e c t s  a  s u b s t a n t i a l  p o r t i o n  o f  i t s  o v e r - a l l  a c t i v i t i e s  t o  
t h e  i s suance  o f  a d v e r t i s i n g  m a t e r i a l  con t a in ing  l i s t i n g s  o f  t h e  
names o f  i n d i v i d u a l s  may he p rec luded  thereby  from q u a l i f i c a t i o n  f o r  
exemption under  s e c t i o n  501(c)  ( 6 )  of  t h e  Code. 

I t  i s  t h e  p o s i t i o n  of  t h e  S e r v i c e  t h a t  p u b l i c a t i o n  of  a d v e r t i s i n g  
t h a t  c a r r i e e  t h e  names of i t s  members and t h e i r  merchandise 
c o n s t i t u t e s  t h e  performance o f  p a r t i c u l a r  s e r v i c e s  f o r  members 
r a t h e r  t h a n  a n  a c t i v i t y  d i r e c t e d  t o  t he  improvement o f  bus ine s s  
cond i t i ons .  See  Revenue Rul ing 64.-315., C. B. 1964-2, P. 147. 

Also Revenue Rul ing  59-391, C.B. 1959-2, p. 151 e t a t e e  t h a t  a n  
o r g a n i z a t i o n  composed of  i n d i v i d u a l s ,  each r e p r e s e n t i n g  a d i f f e r e n t  
t r a d e ,  bus inee s ,  occupa t i on  o r  p r o f e s s i o n ,  c r e a t e d  f o r  t h s  purpose 
o f  exchanging i n fo rma t ion  on bus ine s s  p ro spec t s ,  i s  n o t  exempt under  
IRC 5 0 1 ( c ) ( 6 ) .  I t  was concluded t h a t  t h i s  type  of  o r g a n i z a t i o n  h a s  
no common bus ine se  i n t e r e e t s  o t h e r  t han  a  mutual d e s i r e  t o  i n c r e a s e  
t h e i r  i n d i v i d u a l  s a l e s .  
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On t h e  b a s i s  o f  a l l  t h e  evidence presen ted ,  i t  appears  e v i d e n t  t h a t  
your  a c t i v i t i e s  aye  no t  d i r e c t e d  t o  t h e  improvement 'of busineea 
c o n d i t i o n s  of one o r  more l i n e s  bus ine s s ,  bu t  r a t h e r  t o  t h e  
promotion o f  t h e  p r i v a t e  i n t e r e s t 8  o f  i t s  members. ' 

We have concluded t h a t  you do n o t  q u a l i f y  f o r  exemption from Fede ra l  
income t a x  a s  an  o r g a n i z a t i o n  de sc r i bed  i n  e e c t i o n  5 0 1 ( c ) ( 6 )  of t h e  
I n t e r n a l  Revenue Code. Accordingly,  you a r e  requ i red  t o  f i l e  income 
t a x  r e t u r n s  on Form 1120, annua l ly ,  w i th  your  D i e t r i c t  D i r ec to r .  . 
If you a r e  i n  a g r e ~ m e n t  wi th  t h i a  propoeed de t e rmina t i on ,  we r e q u e s t  
t h a t  you s i g n  and r e t u r n  t h e  enclosed agreement Form 6018. P l e a s e  
n o t e  t h e  i n s t r u c t i o n s  f o r  s i g n i n g  on t h e  r eve r ee  e i d e  o f  t h i e  form. 

I f  you a r e  n o t  i n  agreement wi th  t h i e  propoeed de t e rmina t i on ,  we 
recommend t h a t  you r eques t  a hea r i ng  w i th  o u r  o f f i c e  o f  Regional 
D i r e c t o r  o f  Appeale. Your r eques t  f o r  a  hea r i ng  should i n c l u d e  a 
w r i t t e n  appea l  g i v i n g  t h e  f a c t s ,  law, and any o t h e r  i n fo rma t ion  t o  
suppo r t  you r  p o e i t i o n  a e  explained i n  t h e  enclosed P u b l i c a t i o n  892. 
You w i l l  t h e n  be con t ac t ed  t o  a r r ange  a d a t e  f o r  a hear ing .  The 
h e a r i n g  may be he ld  a t  t h e  o f f i c e  o f  Regional D i r e c t o r  o f  Appealu 
o r ,  if you r e q u e s t ,  a t  a  mutual ly  conventent  D i e t r i c t  Of f ice .  A 
s e l f - add re s sed  envelope is  enclosed. 

S i n c e r e l y  you r s ,  

D i s t r i c t  D i r e c t o r  

Enc l o e u r e s  : 
P u b l i c a t i o n  892 
Form 6018 


